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PURCHASING POWER 


T a time when the dollar price of gold in the world market is fluctuating 
A in dollars instead of cents, it is good to think about the real basis of our 

money. Gold does not determine the value of the dollar. There has been 
no change in the United States Treasury price of $35 an ounce since 1934. 
However, the amount of goods and services that you can buy with one dollar is 
54 percent less than it was in 1934. 


During this inflationary period it was not worth while to hoard dollars. 
The chart on page 480 compares the purchasing power of three possible invest- 
ments. If you had purchased Government “E” bonds in 1941, and sold them 
today, in spite of the accrued interest for 19 years, you could buy 13 percent 
less in goods and services than you could in 1941. After calculating the tax on 
the interest earned, the loss in purchasing power is from 20 to 48 percent, de- 
pending on the tax bracket. This investment turns out to be almost as badas 
hoarding dollars. 


On the other hand, if your dollars were invested in industrial common 
stocks in 1941, and you sold out now, you could purchase 117 percent more with 
the money from the stocks than you could in 1941. You would, however, have 
to have weathered the loss in purchasing power during the 1940’s. We have 
assumed that stocks fluctuated in value with the Dow-Jones Industrial Average. 
Dividends have not been accounted for, so this is a conservative estimate of 
the increase in purchasing power. 


The most stable investment in terms of purchasing power is a single-family 
residence in a well-maintained neighborhood. Today if you sold the home you 
purchased in 1941, and the neighborhood is still a good location, you could 
purchase 52 percent more with the dollars from the house than you could have 
with the dollars spent on the house in 1941. For the purposes of this illustra- 
tion, we have assumed that the residence was purchased to be occupied by the 
owner. The rental value of the house has not been added into the figures. 


Both common stock and a house have been excellent hedges against infla- 
tion, so long as the stocks have been held beyond 1950, and the house has been 
held beyond 1944. 


(cont. on page 481) 
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(cont. from page 479) 

Another hedge against inflation has been farm land. In 1941 farm land was 
worth an average $31.87 per acre. Today it is worth an average $110.57 per 
acre. First reducing this for the purchasing power of the dollar, then comput- 
ing the percentage change in value, we find that farm land today has 71 percent 
greater purchasing power than it had in 1941. The map on page 485 shows the 
changes in farm real estate values from July 1959 to July 1960. For the nation 
farm values increased 1 percent for this period, while consumer prices in- 
creased a little more than 1 percent. 


Basically inflation is the result of a greater increase in the amount and 
circulation of money than of goods and services. The increase can be brought 
about in many ways, one of which is the way the Federal public debt is man- 
aged. By adding the current average Federal debt per family of $5, 450 to the 
total for your State shown below, you can find the average State and Fed- 
eral public debt for your family. It is not the size, but the way this debt is 
managed which causes inflation. If the economy is fully employed, and the Gov- 
ernment increases its expenditures by selling bonds to the Federal Reserve 
Banks, then inflation may result. 


During the first half of this year building costs seemed to be reversing 
their upward climb with all other prices. Now the decrease in the cost of build- 
ing the standard six-room frame house due to lumber and millwork drops has 
been almost entirely offset by an increase in labor costs. 

(cont. on page 485) 
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PRELIMINARY UNITED STATES POPULATION AND HOUSING INVENTORY 


U. S. 
Alabama 
Alaska 
Arizona 
Arkansas 
California 
Colorado 
Connecticut 
Delaware 
Dist. of Columbia 
Florida 
Georgia 
Hawaii 
Idaho 
Illinois 
Indiana 
Iowa 
Kansas 
Kentucky 
Louisiana 
Maine 
Maryland 
Massachusetts 
Michigan 
Minnesota 
Mississippi 
Missouri 
Montana 
Nebraska 
Nevada 
New Hampshire 
New Jersey 
New Mexico 
New York 
North Carolina 
North Dakota 
Ohio 
Oklahoma 
Oregon 
Pennsylvania 
Rhode Island 
South Carolina 
South Dakota 
Tennessee 
Texas 
Utah 
Vermont 
Virginia 
Washington 
West Virginia 
Wisconsin 
Wyoming 


BY STATES, 1950-60 


POPULATION 


1960 


17, 874, 
3, 245, 
224, 
, 288, 
a 
, 506, 
, 743, 
2,516, 
442, 
745, 
, 886, 
, 910, 
620, 
662. 
, 005, 
, 633, 
2,742, 
ZB, Ave, 
3,015, 
» ee, 
961, 
, O74, 
mi % 
, 778, 
, 391, 
2,165, 
, 292, 
669, 
, 404, 5 
282, 
600, 
, 039, 
943, 
5,655, 
, 931, 
627, 
, 647, 
, 303, 
, 157, 
, 239, 
841, 
, 309, 
676, 
3, 536, 
, 488, 
886, 
387, 
3,903, 
2,829, 
, 847, 
3, 930, 
327, 


Percent 
increase, 
1950-60 


of 

6. 
74. 
71. 


onow 


46. 
31. 
25. 
39. 
76. 
13. 
24. 
12. 
14. 
17. 

4. 
14. 

2. 
20. 

5. 
31. 

9. 
22. 
13. 


8. 
13. 
6. 
76. 
12. 
24. 
38. 
12. 
11. 
1. 
21. 
3. 
15. 
7. 
6. 
11. 
3. 
Ve 
23. 
28 
2. 
17. 
19. 
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14. 
12. 





HOUSING UNITS 


1950 


1960 


46,137,076 58,581,841 


843, 857 
33, 072 
240, 750 
575, 163 
3,590, 660 
436, 226 
611, 162 
97,013 
229, 738 
952,131 
966, 672 
120, 606 
188, 328 
2,671,647 
1,232, 314 
811, 912 
625, 148 
820, 141 
777, 672 
$11, 441 
689, 116 
1, 400, 185 
1,971,842 
918, 434 
609, 329 
1, 268, 354 
194, 256 
417, 245 
56, 515 
190, 563 
1,501, 473 
199, 706 
4,633, 806 
1, 058, 367 
175, 769 
2, 402, 565 
715,691 
524, 003 
3,036, 494 
244,147 
557,672 
194,573 
921,837 
2, 393, 828 
200, 554 
121, 911 
901, 483 
809, 701 
544, 075 
1,055,843 
92, 086 


971,816 
65, 807 
417, 055 
587, 990 
5, 477,197 
598, 445 
820, 706 
144, 431 
262, 944 
1,857,672 
1,175, 950 
165, 628 
225, 539 
3, 286, 149 
1, 511,571 
907, 151 
754,777 
934,124 
983, 667 
365, 783 
940, 642 
1,696, 448 
2, 558, 369 
1, 122, 082 
630, 222 
1, 494, 795 
234, 682 
474, 786 
102,694 
224, 268 
2, 006, 683 
284, 225 
5, 699, 538 
1, 322, 790 
195, 125 
3, 052, 058 
818, 266 
621, 240 
3, 596, 259 
287, 292 
681, 566 
217, 089 
1, 085, 347 
3, 160, 298 
263,633 
136, 566 
1, 167, 137 
1, 012,653 
575,865 
1, 291, 133 
113, 688 


Percent 
increase, 
1950-60 
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(cont. from page 481) 

This increase in cost has not stopped the nation from building. There has 
been a 27 percent increase in the number of dwelling units in the United States, 
as shown in the table opposite. Growthmanship can be demonstrated with these 
figures. Alaska showed a 99 percent increase in the number of dwelling units, 
while West Virginia showed only a 6 percent increase. The actual increase in 
both cases, however, was about 32,000 units. The difference in the rate of 
growth is because Alaska had only 33,000 units in 1950, while West Virginia 
had 544,000 units. This shows the error in comparing percentage growth rates 
without a knowledge of the base figures. 


As for the future, we are not looking for a recovery in residential con- 
struction until after the middle of 1961, in spite of the continued improvement 
in real estate activity and availability of mortgage money. Although there was 
a 27 million increase in population from 1950 to 1960, there was a 12 million 
increase in the number of dwelling units. This was about one additional unit 
for every 2.2 additional people. In 1950 there were 3.28 persons per unit! 
This tremendous building of the 1950’s has reduced this ratio to 3.04 persons. 
This, along with the increasing vacancy rate (7.6 percent of rental units are 
vacant and for rent), indicates that the housing supply is at least adequate. 


Percentage Change In Dollar Value of Farmland 


JULY 1959 TO JULY 1960 
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